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Paperwork Reduction Act Notice. ~ We ask for the information on this form to carry out the
Internal Revenue laws of the United States. You are required to give us the information. We need
it to ensure that you are complying with these laws and to allow us to figure and collect the right
amount of tax.

You are not required to provide the information requested on a form that is subject to the
Paperwork Reduction Act unless the form displays a valid OMB control number. Books or records
relating to a form or its instructions must be retained as long as their contents may become
material in the administration of any Internal Revenue law. Generally, tax returns and return
information are confidential, as required by section 6103.

The time needed to complete and file this form and related schedules will vary depending on
individual circumstances. The estimated average times are:

Copying,
assembling, and
sending the form

Learning about the Preparing the

Form Recordkeeping law or the form form to the IRS

1120S 63 hr., 8 min. 20 hr., 37 min. 36 hr., 31 min. 4 hr., 1 min.
Sch. D (1120S) 10 hr., 31 min. 4 hr., 20 min. 9 hr., 20 min. 1 hr., 20 min.
Sch. K-1 (1120S) 15 hr., 4 min. 10 hr., 19 min. 14 hr., 44 min. 1 hr., 4 min.

If you have comments concerning the accuracy of these time estimates or suggestions for
making these forms simpler, we would be happy to hear from you. You can write to the Tax Forms
Committee, Western Area Distribution Center, Rancho Cordova, CA 95743-0001. DO NOT send
the tax form to this address. Instead, see Where To File on page 3.
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General Instructions

Changes To Note

The Small Business Job Protection Act of 1996
made the following changes that affect S
corporations. Unless otherwise noted, the
changes are effective for tax years beginning
after 1996:

» The maximum number of permitted
shareholders has been increased to 75.

» A new type of trust, an "electing small
business trust," is permitted to be a
shareholder. An electing small business trust
is an eligible trust that has made an election in
accordance with Notice 97-12, 1997-3 |.R.B.
11, and that does not have as a beneficiary any
person other than an individual, an estate, or
a charity that holds a contingent remainder
interest.

« A financial institution that does not use the
reserve method of accounting for bad debts
under section 585 is eligible to be an S
corporation.

» The period during which a testamentary trust
may remain a shareholder following the death
of the deemed owner is extended to 2 years.

» There is no longer any restriction on the
percentage of another corporation's stock that
an S corporation may hold. In addition, an S
corporation may make an election to treat the
assets, liabilities, income, deductions, and
credits of a wholly-owned subsidiary as those
of the parent S corporation. For details on
making the election, see Notice 97-4, 1997-2
I.R.B. 24.

» For an election to be an S corporation for tax
years beginning after 1982, the IRS has been
given the authority to:

1. Allow an S corporation that has
inadvertently made an invalid election to be
treated as an S corporation for a specified
period if the corporation takes the steps
needed to perfect the election. To obtain relief
for an invalid election, the corporation generally
must request a private letter ruling and pay a
user fee.

2. Treat late elections as timely made if the
corporation demonstrates reasonable cause for
being late. To obtain relief for a late election,
the corporation generally must request a
private letter ruling and pay a user fee. In
certain cases, these requirements do not apply.
For details, see Rev. Proc. 97-40, 1997-33
I.R.B. 50, and Rev. Proc. 97-48, 1997-43 |.R.B.
19.

» The election to close the corporation's books
when a shareholder terminates his or her
interest in the S corporation is made by the
corporation and the affected shareholders
rather than all shareholders.



» The consolidated audit procedures at the
corporate level that applied to certain
corporations, including those with more than 5
shareholders, have been repealed. Instead, S
corporation items will be determined in
separate proceedings with the individual
shareholders.

» Any net negative adjustment for the tax year
(as defined in section 1368(e)(1)(C)(ii)) is
disregarded when figuring the accumulated
adjustments account for the purpose of
determining the taxability of distributions for
that tax year.

» For its first tax year beginning after 1996, an
S corporation's accumulated earnings and
profits (E&P) is reduced (as of the first day of
that year) by the E&P accumulated from any
tax year beginning before 1983 when the
corporation was a subchapter S corporation.
Thus, an S corporation's E&P after 1996 is
solely attributable to tax years when the
corporation did not have an S election in effect.

» For purposes of the 5-year waiting period
that generally applies to an election to be an
S corporation after a prior termination, any
termination in a tax year beginning before 1997
is not taken into account.

The Taxpayer Relief Act of 1997 (the Act)
made the following changes that affect S
corporations:

» Employers that pay wages to long-term
family assistance recipients may qualify for the
welfare-to-work credit. This new credit is based
on wages paid to qualified individuals who
begin work after December 31, 1997, and is
figured on Form 8861, Welfare-to-Work Credit.
» The penalty for failure to make electronic
deposits of depository taxes using the
Electronic Federal Tax Payment System
(EFTPS), has been temporarily waived for filers
who were first required to use EFTPS on or
after July 1, 1997. For more information, see
Electronic Deposit Requirement  on page 4.
» For tax years ending after August 5, 1997,
commodities dealers and traders of
commodities and securities may make an
election to use the mark-to-market accounting
method. For more information, see Act section
1001.

» The Act imposed additional limitations on the
deduction of premiums and interest on debt
with respect to life insurance, annuity, or
endowment contracts. The Act also reduces
interest deductions that are allocable, under
proration rules described in new section 264(f),
to the unborrowed policy cash values of certain
life insurance, endowment, or annuity contracts
issued or deemed issued after June 8, 1997.
For details, see section 264.

Unresolved Tax Problems

The Problem Resolution Program is for
taxpayers that have been unable to resolve
their problems with the IRS. If the corporation
has a tax problem it cannot clear up through
normal channels, write to the corporation's
local IRS District Director or call the
corporation's local IRS office and ask for
Problem Resolution assistance. Persons who
have access to TTY/TDD equipment may call
1-800-829-4059 to ask for help from Problem
Resolution. This office cannot change the tax
law or technical decisions. But it can help the
corporation clear up problems that resulted
from previous contacts.
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How To Make a Contribution To
Reduce the Public Debt

To make a contribution to reduce the public
debt, send a check made payable to "Bureau
of the Public Debt" to Bureau of the Public
Debt, Department G, Washington, DC
20239-0601. Or, enclose a check with Form
1120S. Contributions to reduce the public debt
are deductible, subject to the rules and
limitations for charitable contributions.

How To Get Forms and
Publications

Personal Computer

Visit the IRS's Internet Web Site at
www.irs.ustreas.gov  to get:
» Forms and instructions
« Publications
» IRS press releases and fact sheets.
You can also reach us using:
» Telnet at iris.irs.ustreas.gov
« File Transfer Protocol at
ftp.irs.ustreas.gov
« Direct Dial (by modem). Dial direct to the
Internal Revenue Information Services (IRIS)
by calling 703-321-8020 using your modem.
IRIS is an on-line information service on
FedWorld.

CD-ROM

A CD-ROM containing over 2,000 tax products
(including many prior year forms) can be
purchased from the Government Printing Office
(GPO). To order the CD-ROM, call the
Superintendent of Documents at
202-512-1800 or go through GPO's Internet
Web Site (www.access.gpo.gov/su_docs)

By Phone and in Person

To order forms and publications, call
1-800-TAX-FORM (1-800-829-3676) between
7:30 a.m. and 5:30 p.m. on weekdays. You can
also get most forms and publications at your
local IRS office.

Purpose of Form

Form 1120S is used to report the income,
deductions, gains, losses, etc., of a domestic
corporation that has elected to be an S
corporation by filing Form 2553, Election by a
Small Business Corporation, and whose
election is in effect for the tax year.

Who Must File

A corporation must file Form 1120S if (a) it
elected to be an S corporation by filing Form
2553, (b) the IRS accepted the election, and
(c) the election remains in effect. Do not file
Form 1120S for any tax year before the year
the election takes effect.

Termination of Election

Once the election is made, it stays in effect
until it is terminated. If the election is
terminated in a tax year beginning after 1996,
the corporation (or a successor corporation)
can make another election on Form 2553 only
with IRS consent for any tax year before the
5th tax year after the first tax year in which the
termination took effect. See Regulations
section 1.1362-5 for more details.

An election terminates automatically
of the following cases:

1. The corporation is no longer a small
business corporation as defined in section
1361(b). The termination of an election in this
manner is effective as of the day on which the
corporation no longer meets the definition of a
small business corporation. If the election
terminates for this reason, attach to Form
1120S for the final year of the S corporation a
statement notifying the IRS of the termination
and the date it occurred.

2. The corporation, for each of three
consecutive tax years, (a) has accumulated
earnings and profits and (b) derives more than
25% of its gross receipts from passive
investment income as defined in section
1362(d)(3)(C). The election terminates on the
first day of the first tax year beginning after the
third consecutive tax year. The corporation
must pay a tax for each year it has excess net
passive income. See the instructions for line
22a for details on how to figure the tax.

3. The election is revoked. An election may
be revoked only with the consent of
shareholders who, at the time the revocation is
made, hold more than 50% of the number of
issued and outstanding shares of stock
(including non-voting stock). The revocation
may specify an effective revocation date that is
on or after the day the revocation is filed. If no
date is specified, the revocation is effective at
the start of a tax year if the revocation is made
on or before the 15th day of the 3rd month of
that tax year. If no date is specified and the
revocation is made after the 15th day of the 3rd
month of the tax year, the revocation is
effective at the start of the next tax year.

To revoke the election, the corporation must
file a statement with the service center where
it filed its election to be an S corporation. In the
statement, the corporation must notify the IRS
that it is revoking its election to be an S
corporation. The statement must be signed by
each shareholder who consents to the
revocation and contain the information required
by Regulations section 1.1362-6(a)(3). A
revocation may be rescinded before the
revocation takes effect. See Regulations
section 1.1362-6(a)(4) for details.

For rules on allocating income and
deductions between an S short year and a C
short year and other special rules that apply
when an election is terminated, see section
1362(e) and Regulations section 1.1362-3.

If an election was terminated under 1 or 2
above, and the corporation believes the
termination was inadvertent, the corporation
may request permission from the IRS to
continue to be treated as an S corporation. See
Regulations section 1.1362-4 for the specific
requirements that must be met to qualify for
inadvertent termination relief.

When To File

In general, file Form 1120S by the 15th day of
the 3rd month following the date the
corporation's tax year ended as shown at the
top of Form 1120S. For calendar year
corporations, the due date is March 16, 1998.
If the due date falls on a Saturday, Sunday, or
legal holiday, file on the next business day. A
business day is any day that is not a Saturday,
Sunday, or legal holiday.

If the S election was terminated during the
tax year, file Form 1120S for the S short year
by the due date (including extensions) of the
C short year return.

in any



Private Delivery Services

You can use certain private delivery services
designated by the IRS to meet the “timely filing
as timely filing/paying” rule for tax returns and
payments. The IRS publishes a list of
designated private delivery services in
September of each year. The list published in
September 1997 includes only the following:
» Airborne Express (Airborne): Overnight Air
Express Service, Next Afternoon Service,
Second Day Service.
» DHL Worldwide Express (DHL): DHL "Same
Day" Service, DHL USA Overnight.
» Federal Express (FedEx): FedEx Priority
Overnight, FedEx Standard Overnight, FedEx
2Day.
» United Parcel Service (UPS): UPS Next Day
Air, UPS Next Day Air Saver, UPS 2nd Day
Air, UPS 2nd Day Air A.M.

The private delivery service can tell you how
to get written proof of the mailing date.

Extension

Use Form 7004, Application for Automatic
Extension of Time To File Corporation Income
Tax Return, to request an automatic 6-month
extension of time to file Form 1120S.

Period Covered

File the 1997 return for calendar year 1997 and
fiscal years beginning in 1997 and ending in
1998. If the return is for a fiscal year or a short
tax year, fill in the tax year space at the top of
the form.

Note: The 1997 Form 1120S may also be
used if (a) the corporation has a tax year of
less than 12 months that begins and ends in
1998 and (b) the 1998 Form 1120S is not
available by the time the corporation is required
to file its return. However, the corporation must
show its 1998 tax year on the 1997 Form
1120S and incorporate any tax law changes
that are effective for tax years beginning after
December 31, 1997.

Where To File

File your return at the applicable IRS address
listed below.

If the corporation's
principal business,
office, or agency is

Use the following
Internal Revenue
Service Center

located in address
N N
New Jersey, New York (New York .
N - Holtsville, NY
City and counties of Nassau, 00501-0013

Rockland, Suffolk, and Westchester)

New York (all other counties),

Connecticut, Maine, Massachusetts, Andover, MA
New Hampshire, Rhode Island, 05501-0013
Vermont

Atlanta, GA
Florida, Georgia, South Carolina 39901-0013
Indiana, Kentucky, Michigan, Ohio, Cincinnati, OH
West Virginia 45999-0013
Kansas, New Mexico, Oklahoma, Austin, TX
Texas 73301-0013

lllinois, lowa, Minnesota, Missouri, Kansas City, MO

Wisconsin 64999-0013
Alabama, Arkansas, Louisiana. :

o ! P ’ Memphis, TN
Mississippi, North Carolina, 37501-0013

Tennessee

Alaska, Arizona, California (counties
of Alpine, Amador, Butte, Calaveras,
Colusa, Contra Costa, Del Norte, El
Dorado, Glenn, Humboldt, Lake,
Lassen, Marin, Mendocino, Modoc,
Napa, Nevada, Placer, Plumas,
Sacramento, San Joaquin, Shasta,
Sierra, Siskiyou, Solano, Sonoma,
Sutter, Tehama, Trinity, Yolo, and
Yuba), Colorado, Idaho, Montana,
Nebraska, Nevada, North Dakota,
Oregon, South Dakota, Utah,
Washington, Wyoming

Ogden, UT
84201-0013

Fresno, CA
93888-0013

California (all other counties),
Hawaii

Delaware, District of Columbia,
Maryland, Pennsylvania, Virginia

Philadelphia, PA
19255-0013

Who Must Sign

The return must be signed and dated by the
president, vice president, treasurer, assistant
treasurer, chief accounting officer, or any other
corporate officer (such as tax officer)
authorized to sign. A receiver, trustee, or
assignee must sign and date any return he or
she is required to file on behalf of a
corporation.

If a corporate officer filled in Form 1120S,
the Paid Preparer's space under “Signature of
officer” should remain blank. If someone
prepares Form 1120S and does not charge the
corporation, that person should not sign the
return. Certain others who prepare Form 1120S
should not sign. For example, a regular,
full-time employee of the corporation such as
a clerk, secretary, etc., should not sign.

Generally, anyone paid to prepare Form
1120S must sign the return and fill in the other
blanks in the Paid Preparer's Use Only area of
the return.

The preparer required to sign the return
MUST complete the required preparer
information and:

« Sign it, by hand, in the space provided for the
preparer's signature. (Signature stamps or
labels are not acceptable.)

» Give a copy of Form 1120S to the taxpayer
in addition to the copy filed with the IRS.

Accounting Methods

Figure ordinary income using the method of
accounting regularly used in keeping the
corporation's books and records. Generally,
permissible methods include:

» Cash,

» Accrual, or

» Any other method permitted by the Internal
Revenue Code.

In all cases, the method adopted must
clearly reflect income.

Generally, an S corporation may not use the
cash method of accounting if the corporation is
a tax shelter (as defined in section 448(d)(3)).
See section 448 for details.

Under the accrual method, an amount is
includible in income when:

» All the events have occurred that fix the right
to receive the income, and

» The amount can be determined with
reasonable accuracy.

See Regulations section 1.451-1(a) for
details.

Generally, an accrual basis taxpayer can
deduct accrued expenses in the tax year in
which:

» All events that determine liability have
occurred,

» The amount of the liability can be figured with
reasonable accuracy, and

» Economic performance takes place with
respect to the expense. There are exceptions
for certain items, including recurring expenses.
See section 461(h) and the related regulations
for the rules for determining when economic
performance takes place.

Except for certain home construction
contracts and other real property small
construction contracts, long-term contracts
must generally be accounted for using the
percentage of completion method described in
section 460.

Mark-to-Market Accounting Method for
Dealers in Securities

Dealers in securities must use the
“mark-to-market” accounting method described
in section 475. Under this method, any security
that is inventory to the dealer must be included
in inventory at its fair market value. Any
security that is not inventory and that is held
at the close of the tax year is treated as sold
at its fair market value on the last business day
of the tax year, and any gain or loss must be
taken into account in determining gross
income. The gain or loss taken into account is
generally treated as ordinary gain or loss. For
details, including exceptions, see section 475
and the related regulations.

Note: For tax years ending after August 5,
1997, dealers in commodities, and traders in
securities and commodities, may make an
election to use the mark-to-market accounting
method. See sections 475(e) and (f) for details.

Change in Accounting Method

Generally, the corporation may change its
method of accounting used to report taxable
income (for income as a whole or for any
material item) only by getting consent on Form
3115, Application for Change in Accounting
Method. For more information, see Pub. 538,
Accounting Periods and Methods.

Accounting Periods

Generally, an S corporation may not change its
accounting period to a tax year that is not a
permitted year. A “permitted year” is a calendar
year or any other accounting period for which
the corporation can establish to the satisfaction
of the IRS that there is a business purpose for
the tax year.

To change an accounting period, see
Regulations section 1.442-1 and Form 1128,
Application To Adopt, Change, or Retain a Tax
Year. Also see Pub. 538.

Election of a Tax Year Other Than a
Required Year

Under the provisions of section 444, an S
corporation may elect to have a tax year other
than a permitted year, but only if the deferral
period of the tax year is not longer than the
shorter of 3 months or the deferral period of the
tax year being changed. This election is made
by filing Form 8716, Election To Have a Tax
Year Other Than a Required Tax Year.

An S corporation may not make or continue
an election under section 444 if it is a member
of a tiered structure, other than a tiered
structure that consists entirely of partnerships
and S corporations that have the same tax
year. For the S corporation to have a section
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444 election in effect, it must make the
payments required by section 7519 and file
Form 8752, Required Payment or Refund
Under Section 7519.

A section 444 election ends if an S
corporation changes its accounting period to a
calendar year or some other permitted year; it
is penalized for willfully failing to comply with
the requirements of section 7519; or its S
election is terminated (unless it immediately
becomes a personal service corporation). If the
termination results in a short tax year, type or
legibly print at the top of the first page of Form
1120S for the short tax year, “SECTION 444
ELECTION TERMINATED.”

Rounding Off to Whole Dollars

You may round off cents to whole dollars on
your return and accompanying schedules. To
do so, drop amounts under 50 cents and
increase amounts from 50 to 99 cents to the
next higher dollar.

Recordkeeping

The corporation's records must be kept as long
as they may be needed for the administration
of any provision of the Internal Revenue Code.
Usually, records that support an item of
income, deduction, or credit on the
corporation's return must be kept for 3 years
from the date each shareholder's return is due
or is filed, whichever is later. Keep records that
verify the corporation's basis in property for as
long as they are needed to figure the basis of
the original or replacement property.

The corporation should also keep copies of
any returns it has filed. They help in preparing
future returns and in making computations
when filing an amended return.

Depository Method of Tax
Payment

The corporation must pay the tax due in full no
later than the 15th day of the 3rd month after
the end of the tax year. Some corporations
(described below) are required to electronically
deposit all depository taxes, including
corporation income tax payments.

Electronic Deposit Requirement

The corporation must make electronic deposits
for all depository tax liabilities that occur after
1997 if:

« It was required to electronically deposit taxes
in prior years,

« It deposited more than $50,000 in social
security, Medicare, and withheld income taxes
in 1996, or

« It did not deposit social security, Medicare,
or withheld income taxes in 1995 or 1996, but
deposited more than $50,000 in other taxes
under section 6302 (such as corporate income
taxes) in either year.

For details, see Regulations section
31.6302-1(h).

The Electronic Federal Tax Payment System
(EFTPS) must be used to make electronic
deposits. If the corporation is required to make
electronic deposits and fails to do so, it may
be subject to a 10% penalty.

Note: A penalty will not be imposed prior to
July 1, 1998, if the corporation was first
required to use EFTPS on or after July 1, 1997.
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Corporations that are not required to make
electronic deposits may voluntarily participate
in EFTPS. To enroll in EFTPS, call
1-800-945-8400 or 1-800-555-4477. For
general information on EFTPS, call
1-800-829-1040.

Deposits With Form 8109

If the corporation does not use EFTPS, deposit
corporation income tax payments (and
estimated tax payments) with Form 8109,
Federal Tax Deposit Coupon. Do not submit
deposits directly to an IRS office; otherwise, the
corporation may have to pay a penalty. Mail or
deliver the completed Form 8109 with the
payment to a qualified depositary for Federal
taxes or to the Federal Reserve bank (FRB)
servicing your geographic area. Make your
checks or money orders payable to that
depositary or FRB.

To help ensure proper crediting, write the
corporation's employer identification number,
the tax period to which the deposit applies, and
“Form 1120S” on your check or money order.
Be sure to darken the “1120” box on the
coupon. These records of deposit will be sent
to the IRS.

For more information on deposits, see the
instructions in the coupon booklet (Form 8109)
and Pub. 583, Starting a Business and
Keeping Records.

Estimated Tax

Generally, the corporation must make
estimated tax payments for the following taxes
if the total of these taxes is $500 or more: (a)
the tax on certain capital gains, (b) the tax on
built-in gains, (c) the excess net passive
income tax, and (d) the investment credit
recapture tax.

The amount of estimated tax required to be
paid annually is the smaller of (a) the total of
the above taxes shown on the return for the tax
year (or if no return is filed, the total of these
taxes for the year); or (b) the sum of (i) the
investment credit recapture tax and the built-in
gains tax (or the tax on certain capital gains)
shown on the return for the tax year (or if no
return is filed, the total of these taxes for the
year), and (i) any excess net passive income
tax shown on the corporation's return for the
preceding tax year. If the preceding tax year
was less than 12 months, the estimated tax
must be determined under (a).

The estimated tax is generally payable in
four equal installments. However, the
corporation may be able to lower the amount
of one or more installments by using the
annualized income installment method or
adjusted seasonal installment method under
section 6655(e).

For a calendar year corporation, the
payments are due for 1998 by April 15, June
15, September 15, and December 15. For a
fiscal year corporation, they are due by the
15th day of the 4th, 6th, 9th, and 12th months
of the fiscal year.

The corporation must make the payments
using the depository method described above.

Interest and Penalties

Interest

Interest is charged on taxes not paid by the due
date, even if an extension of time to file is

granted. Interest is also charged from the due
date (including extensions) to the date of
payment on the failure to file penalty, the
accuracy-related penalty, and the fraud
penalty. The interest charge is figured at a rate
determined under section 6621.

Late Filing of Return

A corporation that does not file its tax return
by the due date, including extensions, may
have to pay a penalty of 5% a month, or part
of a month, up to a maximum of 25%, for each
month the return is not filed. The penalty is
imposed on the net amount due. The minimum
penalty for filing a return more than 60 days
late is the smaller of the tax due or $100. The
penalty will not be imposed if the corporation
can show that the failure to file on time was due
to reasonable cause. If the failure is due to
reasonable cause, attach an explanation to the
return.

Late Payment of Tax

A corporation that does not pay the tax when
due generally may have to pay a penalty of %
of 1% a month or part of a month, up to a
maximum of 25%, for each month the tax is not
paid. The penalty is imposed on the net amount
due.

The penalty will not be imposed if the
corporation can show that failure to pay on time
was due to reasonable cause.

Failure To Furnish Information Timely

Section 6037(b) requires an S corporation to
furnish to each shareholder a copy of the
information shown on Schedule K-1 (Form
1120S) that is attached to Form 1120S.
Provide Schedule K-1 to each shareholder on
or before the day on which the corporation files
Form 1120S.

For each failure to furnish Schedule K-1 to
a shareholder when due and each failure to
include on Schedule K-1 all the information
required to be shown (or the inclusion of
incorrect information), a $50 penalty may be
imposed with regard to each Schedule K-1 for
which a failure occurs. If the requirement to
report correct information is intentionally
disregarded, each $50 penalty is increased to
$100 or, if greater, 10% of the aggregate
amount of items required to be reported. See
sections 6722 and 6724 for more information.

The penalty will not be imposed if the
corporation can show that not furnishing
information timely was due to reasonable
cause and not due to willful neglect.

Trust Fund Recovery Penalty

This penalty may apply if certain excise,
income, social security, and Medicare taxes
that must be collected or withheld are not
collected or withheld, or these taxes are not
paid to the IRS. These taxes are generally
reported on Forms 720, 941, 943, or 945. The
trust fund recovery penalty may be imposed on
all persons who are determined by the IRS to
have been responsible for collecting,
accounting for, and paying over these taxes,
and who acted willfully in not doing so. The
penalty is equal to the unpaid trust fund tax.
See the instructions for Form 720, Pub. 15
(Circular E), Employer's Tax Guide, or Pub.
51 (Circular A), Agricultural Employer's Tax
Guide, for more details, including the definition
of responsible persons.



Other Forms and Statements
That May Be Required

» Forms W-2 and W-3, Wage and Tax
Statement; and Transmittal of Wage and Tax
Statements.

» Form 720, Quarterly Federal Excise Tax
Return. Use Form 720 to report environmental
excise taxes, communications and air
transportation taxes, fuel taxes, luxury tax on
passenger vehicles, manufacturers' taxes, ship
passenger tax, and certain other excise taxes.

Caution: See Trust Fund Recovery Penalty
on page 4.

» Form 940 or Form 940-EZ, Employer's
Annual Federal Unemployment (FUTA) Tax
Return. The corporation may be liable for FUTA
tax and may have to file Form 940 or 940-EZ
if it paid wages of $1,500 or more in any
calendar quarter during the calendar year (or
the preceding calendar year) or one or more
employees worked for the corporation for some
part of a day in any 20 different weeks during
the calendar year (or the preceding calendar
year). A corporate officer who performs
substantial services is considered an
employee. Except as provided in section
3306(a), reasonable compensation for these
services is subject to FUTA tax, no matter what
the corporation calls the payments.

» Form 941, Employer's Quarterly Federal Tax
Return. Employers must file this form quarterly
to report income tax withheld on wages and
employer and employee social security and
Medicare taxes. A corporate officer who
performs substantial services is considered an
employee. Except as provided in sections
3121(a) and 3401(a), reasonable
compensation for these services is subject to
employer and employee social security and
Medicare taxes and income tax withholding, no
matter what the corporation calls the payments.
Agricultural employers must file Form 943,
Employer's Annual Tax Return for Agricultural
Employees, instead of Form 941, to report
income tax withheld and employer and
employee social security and Medicare taxes
on farmworkers.

Caution: See Trust Fund Recovery Penalty
on page 4.

» Form 945, Annual Return of Withheld
Federal Income Tax. Use this form to report
income tax withheld from nonpayroll payments,
including pensions, annuities, IRAs, gambling
winnings, and backup withholding.

Caution: See Trust Fund Recovery Penalty
on page 4.

» Form 966, Corporate Dissolution or
Liquidation.

» Forms 1042 and 1042-S, Annual
Withholding Tax Return for U.S. Source
Income of Foreign Persons; and Foreign
Person's U.S. Source Income Subject to
Withholding. Use these forms to report and
transmit withheld tax on payments made to
nonresident alien individuals, foreign
partnerships, or foreign corporations to the
extent such payments constitute gross income
from sources within the United States (see
sections 861 through 865). For more
information, see sections 1441 and 1442, and
Pub. 515, Withholding of Tax on Nonresident
Aliens and Foreign Corporations.

» Form 1096, Annual Summary and
Transmittal of U.S. Information Returns.

* Form 1098, Mortgage Interest Statement.
Use this form to report the receipt from any

individual of $600 or more of mortgage interest
and points in the course of the corporation's
trade or business.

« Forms 1099-A, B, C, DIV, INT, LTC, MISC,
MSA, OID, PATR, R, and S. You may have to
file these information returns to report
acquisitions or abandonments of secured
property; proceeds from broker and barter
exchange transactions; cancellation of debt;
certain dividends and distributions; interest
payments; payments of long-term care and
accelerated death benefits; miscellaneous
income payments; distributions from a medical
savings account; original issue discount;
distributions from cooperatives to their patrons;
distributions from pensions, annuities,
retirement or profit-sharing plans, IRAs,
insurance contracts, etc.; and proceeds from
real estate transactions. Also use certain of
these returns to report amounts that were
received as a nominee on behalf of another
person.

Use Form 1099-DIV to report actual
dividends paid by the corporation. Only
distributions from accumulated earnings and
profits are classified as dividends. Do not issue
Form 1099-DIV for dividends received by the
corporation that are allocated to shareholders
on line 4b of Schedule K-1.

For more information, see the separate
Instructions for Forms 1099, 1098, 5498,
W-2G.

Note: Every corporation must file Forms
1099-MISC if it makes payments of rents,
commissions, or other fixed or determinable
income (see section 6041) totaling $600 or
more to any one person in the course of its
trade or business during the calendar year.

» Form 5471, Information Return of U.S.
Persons With Respect to Certain Foreign
Corporations. A corporation may have to file
Form 5471 if any of the following applies:

1. It controls a foreign corporation.

2. It acquires, disposes of, or owns 5% or
more in value of the outstanding stock of a
foreign corporation.

3. It owns stock in a corporation that is a
controlled foreign corporation for an
uninterrupted period of 30 days or more during
any tax year of the foreign corporation, and it
owned that stock on the last day of that year.

» Form 5713, International Boycott Report.
Every corporation that had operations in, or
related to, a “boycotting” country, company, or
national of a country must file Form 5713 to
report those operations and figure the loss of
certain tax benefits.

» Form 8264, Application for Registration of a
Tax Shelter. Tax shelter organizers must file
Form 8264 to register tax shelters with the IRS
for the purpose of receiving a tax shelter
registration number.

» Form 8271, Investor Reporting of Tax
Shelter Registration Number. Corporations that
have acquired an interest in a tax shelter that
is required to be registered use Form 8271 to
report the tax shelter's registration number.
Attach Form 8271 to any return on which a
deduction, credit, loss, or other tax benefit
attributable to a tax shelter is taken or any
income attributable to a tax shelter is reported.
« Form 8275, Disclosure Statement. File Form
8275 to disclose items or positions, except
those contrary to a regulation, that are not
otherwise adequately disclosed on a tax return.
The disclosure is made to avoid the parts of the
accuracy-related penalty imposed for disregard

and

of rules or substantial understatement of tax.
Form 8275 is also used for disclosures relating
to preparer penalties for understatements due
to unrealistic positions or disregard of rules.

» Form 8275-R, Regulation Disclosure
Statement, is used to disclose any item on a
tax return for which a position has been taken
that is contrary to Treasury regulations.

» Form 8281, Information Return for Publicly
Offered Original Issue Discount Instruments.
This form is used by issuers of publicly offered
debt instruments having OID to provide the
information required by section 1275(c).

» Forms 8288 and 8288-A, U.S. Withholding
Tax Return for Dispositions by Foreign Persons
of U.S. Real Property Interests; and Statement
of Withholding on Dispositions by Foreign
Persons of U.S. Real Property Interests. Use
these forms to report and transmit withheld tax
on the sale of U.S. real property by a foreign
person. See section 1445 and the related
regulations for additional information.

» Form 8300, Report of Cash Payments Over
$10,000 Received in a Trade or Business. File
this form to report the receipt of more than
$10,000 in cash or foreign currency in one
transaction (or a series of related transactions).

» Form 8594, Asset Acquisition Statement.
Both the purchaser and seller of a group of
assets constituting a trade or business must file
this form if section 197 intangibles attach, or
could attach, to such assets and if the
purchaser's basis in the assets is determined
only by the amount paid for the assets.

» Form 8697, Interest Computation Under the
Look-Back Method for Completed Long-Term
Contracts. Certain S 